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I'IA.IiIAGEMENI 'S DISCUSS]ON AND ANALYSIS

our discussion and analysis of the financial performance of Anderson counEy
Hospital provides a narraEive overview of Ehe Hospital's financial activities for
the years ended December 31, 2015 and 2014. Please read it in conjunction with
tshe accompanying basic financial staEements.

Fj-nancial highlightss

The Hospital's neE posiEion decreased by $1,915,174 or 7.2 percent and increased
by 93?1,112 or 1.4 percent during Ehe 2015 and 2014 fiscal years, respectively.

The net position of Anderson counly Hospital Foundation (the Foundation) , a
component unit of the Hospital, increased by 969,062 or 20.6 percent in 2015, and
decreased by 961,411 or 15.5 percenE in 2014.

Using these financial sgatements

The Hospital's financial statements consist of three statements - a StaEenent of
NeE Position, a StatemenE of Revenues, Expenses, and Changes in Net Position; and
a slaEement of cash Flows. These financiat statemerrEs and related noEes provide
information about the aclivities of the Hospital, including resources held by or
for tshe benefit of the Hospital, and resources restricted for specific purposes
by contributors, grantors, and indenture agreements.

One of the most important questions asked abouts the Hospital's finances is, 'rls
the Hospital as a whole betEer or worse off as a resulE of Ehe year's
aetivities?" The Statement of Net Position and the StatemenE of Revenues,
Expenses, and Changes in Net Position report informatsion about tshe Hospital's
resources and its activiEies in a way that helps answer this question. These
staEements include aLI restricted and unrestricted assets and all liabilities
using Ehe accrual basis of accounEing. For purposes of Ehese two statements,
revenues and expenses are taken into accounE regardless of when cash is received
or paid.

These two statements report the Hospital's net position and changes in iE' The
Hospi.LaL's net position - Ehe difference between assets and Iiabillties - may be
thoughi of as one way to measure iEs financial healuh, or financial position.
Over time, increases or decreases in the Hospital's net position are one
indicator of whether its financial heatth is improving or deteriorating.
consideration must also be given to other nonfinancial indicaEors, such as
changes in the Hospital's physlcal plant and measures of the quality of
facilitles it provides Eo the conmunitsy, as well as loca1 economic factors, to
assess the overall healEh of the HospiEal .

The final required sEatement is the sLatemenc of cash Flows. The statement
reports cash receipEs, cash payments, and neE changes in cash resulting from
opErations, investing, and financj,ng activigies. It provides answers Eo such
qir.estions as 'rwhere did cash cone from?", "what was cash used for?", and "what
was the change in cash bala[ce during the reportsing period?r'



MANAGEMENT I S DISCUSSION AND ANAIYSIS . CONTINT'ED

Assets, liabilities, and net position

The Hospital's Etatsements of ne! posiEion as of Ehe end of each of
years are summarj.zed as fol,lows:

AsSeT S

Current assets
AsseLs limiEed as to use
Capital assetss, net
other asseEs

Totsa1 assets

Liabilities
Current liabilities
LoDg- term obligations

Total liabilities

Net posit j.on

t----2SS-,:3e t-3!21-:!1:6 l--U2?,!!q
t r32!!11! !:!-,-9!!-,Eg t2S-,1]2-'!ls

2 015

s 323 ,2L6
633 ,5A9

23 , 8L4 ,7 4t
385,808

tlE:]91:3:!

$ 266,940

20L4

I 2r4, eL2
4,858,831

24 ,320 ,593
38s,808

t22-'l-99-'-9!L

$ 2 ,837 ,047
135.409

Ehe lasE three

20L3

I ].16,367
22,019,546

5 ,246 , L03
385,808

t-?1-,e21-'-99

9].,200,122

Net capital asseEs decreased during 2015 due to depreciat.ion expense exceeding
acquisitions. Net capital assets increased during 2014 and 2013 due to purchases
related to the construction of a new facility.

On April 2, 20].3, a majority of the qualified electors of Anderson County, Kansas
(the county), approved, at a special bond election, the question rrheEher to j-ssue
general obfigation bonds of Ehe Counby in an amounts not to exceed $25,455,000 to
pay the cost of constructing a new hospital facility and to advance refund a
portion of Ehe County's Series 2005-A General Obligation Refunding and
Improvement Bonds. The County issued its General Obligation Refunding and
fmprovement Bonds, Series 2013-A, on August 1, 20L3, in the amount of
525,455,000. Upon issuance of the bonds, the Hospital received $24,097,7'74 from
the bond proceeds whj-ch was recorded as a capital conLribution.

The Hospitalis net position decreased by 5f ,9)-6,f74 or 7,2 percent and i.ncreased
by $37f,112 or 1.4 percent during the 2015 and 2014 fiscal years, respectively.



MANAGEMEI{T I S DISCUSSION AND ANAIYSIS - CONTINI'ED

operating results and changes in nel position

The Hospital's operating results arld changes in net position for eactr of the last
Lhree years are summarized as follows:

2 015 20L4 2413

Operating revenues
Operating expenses

operating income (1oss) before
provision for impairment of
capital assets

Provision for impairment of
capital assets

operating income ( loss )

Investment income
Interest expense
Noncapital grants and

contributions
cain on disposal of capital

Capitaf grants and
contributions

Transfers to Anderson County

Change in net position

9 1,0A4,24s S s9s,282 I s82,172
2.723,930 363.542 550.921

{1,039,585) 23t,740 31,951

(2 ,1,49 , OOO)-

(1,039,s8s)
1,680

(10,983)

614

15 , a22

t47 , 416
(L,032 ,2sA)

$ (1,916,174)

23r ,140
7 ,289

(18,88s)

236

155,000

(2,aL'7,049)
1, 453

(115,106)

5,585

L ,2AL

24,L40,5L5

$ - ]l]']]Z t]]!2:Stl2
Typically, the rnost slgrrificant component of ttre overalf change in Ehe Hospital's
net position is its operating income (toss) - generally, the difference between
rent j-ncome and the expenses incurred in connecEion with the rental activiLy.
However, capital contributions from the County were Ehe most significant
component of Lhe HospiEal's change in net positioa during 2013. The Hospital also
received contributions from the Foundation during 2015 and 2014 for acquisition
of equipmen!.

operating expenses consist primarily of depreciation on capj-ta1 assets;
51,974,9L2, 5309,27e, and $468,783 during each of the years ended December 31,
20L5, 20]4, and 2013, respectively- Depreciation expense increased sigTrificantly
during 2015 due to the new facility being ptaced into service on January 29,
2015.

The Hospital has agreed to transfer the lease pal4nents received from saint Luke's
Hospital under Lhe Restated Lease to the County for tshe purpose of rnaking
principal and interest payments on the bonds as they come due. The Hospital
iransfErred 5L,032,25a to the cor4ty during the 2015 fj-scal year to pay principal
and interest due on bonds.
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REPORT OF INDEPENDENT CERTIFIED PT'BLIC ACCOT'NTANTS

Board of Trustees
Arderson County Hospital

we have audited the accompanying fj-nancial statements of the busj-ness-tl4)e
activity and discretely presenEed component urit of Anderson courty Hospital (the
fiospital), a component unit of Anderson County, Kansas, as of and for the years
ended December 31, 2015 and 2014, which collectively conprise the Hospital's
financial statements as listed in the table of contents and the related notes to
the financial statemenEs.

MaDagemeob' E ReBposEibilily for Eb.e FiD.aDcial statemeatsE

Management is responsible for the preparation and fair presenLatj-on of these
financial statements in accordance with accounting principles generally accepted
in the united states of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from malerial misstatement., whether due lo
fraud or error.

Audilor, s Re6ponEibilitsy

our responsibility is to express our opinion on these financial statements based
on our audits. we conducted our audits in accordance wiuh auditing standards
generally accepted in the United States of America and the Ibnsas Murricipal Audit
cuide. Those standards require that we plan and perform the audits to obtain
reaso-nab1e assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the
amounLs and disclosures in the financial statements. The procedures selected
depend on the auditor's j udgrnent, including the assessment of Lhe risks of
material misstatemenL of ttre financial statements, whether due to fraud or error.
In naking those risk assessmenLs, the auditor considers internal control relevant
to the entity's preparaLion and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but
not for lhe purpose of e>q>ressing'an opinion on the effectiveness of the entity's
internal control. Accordingly, we express no such opinion. An audiL also
incfudes evaluating tstre appropriateness of accounting policies used and the
reasonableness of sigrrificant accounting estimates rnade by management, as well as
evaluating the overall presentation of the financial slatements.

We believe that the audit evidence we have obtained is sufficienL arld appropriate
to provide a basis for our audit opinion.
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OpLtlioD

In our opinion, the financial staternents refefied to previously present faj,rly,
in all material respecEs, the respective financi.al position of the business-tl4)e
activity and discreEely presented component uniE of Anderson County Hospital as
of December 31, 2015 and 2014, and the respectj-ve changes in financial posiEion
and cash flows for the years then ended in accordance with accounting principles
generally accepted in the UniEed SEates of America.

Other lrlallerg

Required suppTementary inf ormat ion

Accounting principles generally accepted in the Unj-ted states of Arnerica reguire
that management's discussion and analysis on pages 1 through 3 be presented to
supplement the basic financial statements. Such information, although not a
part of Etre basic financial sEatements, is reguired by Ehe eovernmenlal
Accoulting standards Board, who considers it to be an essent.ial part of financial
reportsing for placing the financial statements j-n an appropriate operaEional,
economic, or historical context. we have appli.ed cerEain limited procedures to
the required supplemenEary informatj-on in accordance with auditing standards
generall-y accepted in the United slates of Anerica, which consi.sted of inquiries
of management about the methods of preparing Ehe information and comparing the
information for consistency with managemenEis responses Eo our inquiries, the
financial statements, arld other knowledge we obtained during our audit of the
financial statements. we do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with suffi-cient
evidence to express an opinion or provide any assurance.

other information

our audiEs were conducted for the purpose of forming an opinion on the basic
financial statements as a whole. The supplementary information on page 21 is
presented for purposes of additsional analysis and is noc a required part of the
basic financial staEements - such information is Ehe responsibility of management
and was derived from and relates directly to the urderlying accounting and other
records used to prepare Ehe financial statements, The information has been
su-bj ected to the audiEing procedures applied in the audiEs of the financial
staEemenEs and certain additional procedures, includi-ng comparing arld reconciling
such informatiou direcEly to Ehe ulderlyj-ng accounting and oEher records used to
prepare Ehe financial statements or the financial statements tshemselves, and
other additional procedures in accordance with auditing standards generally
accepted in the United States of Arnerica. In our opinion, the information is
fairly sEaEed in all material respects in relation to the financial staEements as
a whole.

WkZ-T"0*iffi*,LLc-
March 23, 2 016 U



FINANCIAI STATEMENTS



ANDERSON COUNTY HOSPITAI

STATEMEIf|S OF NET POSITION

December 31,

ASSETS

2 015 2014
Conpolrent Component

Hospital unit Hospital unit

s 28'7 ,O4'7 $ 109,041 $ 92,542 I 44,s57
CT]RREITI ASSETS

Cash and cash equivalents
Assetss limited as tso use
Prepaid expenseg
other receivables

ASSETS LIMITED AS TO USE
Internally designaEed
Under indenture agreements -

held by trustee
By contributors

For nurse tsraj.ning
For capital acguiaitions

Less amoun! required Eo meet
curent liabilitsies

Total current assets 323,216 109,041 244,472 44,551

32 ,60A
2 ,oLO
1, 558

32 ,6Aa

272 , SA4
864

33,853
4,45O

83,957

33,853

243 ,837

420,221- 294,95s 424,422 290,377

5 4,220,572

Total assets limited
a9 to use

CAPITAIJ ASSETS, NET

OTTIER ASSETS
Due from Lessee

666,L9O 294,960 4 , A92,694 29O,3e2

32 ,5O7

633,589 294,960 4.858,831 290,3a2

23,874,747

385,808

24,320,593

385,808

Total asseEs t23!2!l!2!! ! {!9_91 t32.!l_9}.!_934 i____?:3r_2-?1

The accompanying noEes are an integral part of these statemenls.

33,853



CI'RREIIT LlAslLTTIES
Current installnents of long-

term debE
current portion of capitsal

lease obligations
AccounEs payable
construction costs paya-ble
Unearned revenue
Accrued interest payable

Total current
liabi1ities

L,ONG.TERM DEBT, less cuTlent
maturities

CAPITAI LEASE OBLIGATIONS,
less current portion

Total liabil ities

LIABILITIES AND NET POSIT]ON

2015 2074
Component Component

Hospltal unit Hospital

5 e4,e17 $ - $ 90,000 S -

4L ,732
10,503
33 , LL9
85, 333
1,335

66,249
1A ,429

2,659,764

2 ,5OL

2,83'7 ,047

94,61'7

4L,732

2,913,456

266 ,940

255,94O

NET POSITION
lnvested in capital assets -

net of related debt 23,6'7a,o92 24,02'7,936
Restricted

For debt service 32,501- 33,853
Expendable for capital

acqulsitions A64 5 4,220,512 5
For specific operatj.ng

activit.ies 272,504 213,33?
Unrestricted 966,353 403,996 |!,6A9,L2O) 334,934

Total net posltion 24,890,414 404,001 26,806'5Ag 334'939

Total l iabi l iEies
and net Dosition $25,15?,354 $ 404,001 529,7AO,044 $ 334,939



ANDERSON COI]]flTY HOSPITAL

STATEMEIITS OF REVENUES, EXPEIISES, AND CHANGES IN NET POSITTON

Year ended December 31,

20L5 2044
Component Component

HospiEal unit Hospital unit

operatlng revenues
Medical offj.ce buildj-ng rent S 97,875 $ - $ 100,357 S -
Hospital ren!

Total operating
revenue9

Operat.ing expenses
supplies and olher expenses

494,9L5

Depreciatj.on and amortizaEioI] I ,9'7 4 ,912 309,2'78

986,3?0

r,0e4,245

148, 918 13, 141 54,264 L8 ,669

Total operating
expenge9

operaEing j,ncome (1oss)

Nonoperating revenues (expenses)
fnvegtmen! income
Inlerests expense
NoncapiEal grants and

contri.buEiong
Gain on dieposal of capital

asaeEs

Excess of levenues ower (under)
expenses before capj.tal grants
and conEributions

capj.cal grants and contributions
Transfers Eo Anderson County

2,L23,a30 13 t1-41- 363,s42 18,569

(1,039,585) (13,141) 23]-,740 (18,669)

L6 ,822

1,68 0 6 ,4!7
(10,983)

674 63,L92

!,249 2L,249
(18,88s)

1-,732 70,959

236

Totsa1 nonoperating
revenues (expenses) 8,193 69,609 (15,528) 92,25a

( 1, 031,3 92 ) 56,468 216,1-L2 73,5e9
L47,476 1-2,594 155,000 (13s,000)

(7,A32,25e)

Change in net position ll,9!6,174) 69,062 37L,11-2 (51,411)

NeE position at beginning of year 26,806,588 334,939 26,435,4'75 395,350

NeE position at end of year s24,890,4L4 I 404,001 $25,806,588 $ 334,939

The accompanyj-ng notes are an inEegral part of Ehese statementss.



ANDERSON COUMTY HOSPITAT

STATEMENTS OF CASH FLOWS

Year ended December 31,

2074
Component

uni. t Hospical
Component

uni LHospital

cash flows from operating activities
Receipts fron lessee 5 L,252,o03
Pa)rments for supplies and services ll54,4o4l

Net cash provided (used) by
oPeraEing aetivities !t091 ' 599

S - S s93,290 S -
( 13,141) (51,903) {18,569)

(13,141) s41,38 7

cash flows fron noncapieal financing
acEivities

Noncapital- grants and contsributsions

cash flows fron capitaL and related
f inancing act.ivj.t.ies

Acquisition of capital assets
capital gralts and contributions
Proceeds from sal.e of capital assets
Principal paymenEs on capital lease

obligatsions
Principal payments on long-term debt
Interest paid
Transfers Eo ,lnderson County

Net cash used by capital and
relaEed f inancing activities

cash flows fron investing activicies
change in assetg limited as to use
Investment incone received

Net cash provided by
investj.ng acLivities

Net change in cash and cash equivalents
cash and cash equivalents at beginning

of year

Cash and cash equivalents at end
of year

63 ,L92 t ,732

(18,659)

70,969

(4,098,305)
t4'1 ,476

L9 ,42L

156.2491
( 90, 000 )
(12,009)

l.J.,O32,2s9l

(s,131, 92s )

lL1 ,772 ,735)
155,000

236

(63,490)
(85,000)
(19,689)

(135,000)72 ,594

4,225,497
a ,660

L2,594

(9,9s0)
17 ,749

1,839

64 ,444

44,557

s 109, 041

lL1,72s,67A)

L'7,2r9,!36
7,5O4

a'7 ,22O ,740

38,181

54,36L

(13s,000)

l7 ,992)
9 ,423

4,228 ,a5'7

1-9 4 ,505

92,542

1,831

(80,869)

125 ,426

t____t!f97t---331r-9! t-----22.':!"

The acconpanying notes are an irltegral part of these staEements.



ANDERSON COTJNTY HOSPITAI,

STATEMENTS OF CASH FLOWS - CONTINT'ED

Year ended December 31,

Reconciliatiofl of operatsing income (loss)
Eo neU cash provided (used) by
operating activities

q)erat j.ng income ( loss )

Adjustments to reconcile operating
loss to net cash provided (used)
by operating activiEj.es

2015 2Aa4
ComponenC Component

Hospital urlits Hospj.tal uoit

s(1,039,s8s) $ {13,141) $ 23L,74O $ (18,669)

Depreciationandamortizatioo 7,914,9a2
changes in

Recej.vables and prepaid expenses 84,855
Accounts payable
Unearned revenues

309 ,2'74

1, 040
(671)l1 ,926)

85,333

Net cash provided (used) by
operatins acEivitsies t-Lr321 i!22- i---i-11-r-13-L) t--l-1!!.9-1 t----G-e-r-€-€-1

The accompanying notes are an integral parL of these statements.



ANDERSON COUNTY HOSPITAI.

NOTES TO FINANCTAI, STATEMENTS

December 31, 2015 and 2014

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

1. Reporting entity

Anderson county Hospital (Ehe Hospital) is a county hospital located in
carnett, Kansas. The Hospital was organized in 1947 aad is operated under
Kansas statutes as an entity legalIy separate from Arderson County (the
County). Its Board of Trustees is appointed by the Board of county
Commissioners of the County. The Hospital can sue and be sued, and can buy,
seII, or lease real property. Bond issuances must be approved by the County.
For financial stsatement purposes, the Hospital is a discretely presented
conponent urlit of the County.

On October L, 1997, the HospitaLrs Board of Trustees leased to Saint Luke's
Hospital of Garnett (saint Luke's) all of the real estate, equipment, and
facifities constituting the Hospital for a period of eight years and it also
transferred to saint Luke's all nonrestricted current assets and current
liabilities as then recorded on the books of the Hospital. saint Luke's may,
in its sole discretion, extend the term of Ehe lease for up to Ehree
additional terms of five years each. The lease has been extended to
September 30, 2015. Saint Luke's will pay to the Board of Trustees an amor.mt
equal to three percent of Ehe net revenues it realizes from the hospital
operation. Upon termination of the lease, Saint Luke's will return to the
Board of Trustees all nonrestricted current assets and current liabilities as
then recorded on the books of the hospital operation. A comparison will also
then be made of the amount of current assets less current liabilities at the
commencement and termination of the 1ease. If the amount of net current
assets has decreased, Saint Luke's [,i11 pay an amount equal to that decrease
to the Board of Trustees. If the anollnt of net current asseLs has increased,
Lhe Board of Trustees will pay an amount equal to that increase Lo saint
Luke ' s .

on June 24, 20a3, the lease was amended and restated (Restated Lease) in
anticipation of the County incurring $25 , 455, oo0 of debt to fiDance
construction of a new hospital facility. The Restated Lease is for an initial
term of teII years commencing or]. the date that Saint Luke's occupies the neu
facility. The obligatiorrs of the Hospital and saint Lukeis remain in effect
as stated in the lease until then. Effective ,fanuary 29, 2O)-S (the date of
occupancy), saint Lukers will make annual lease palrments to the Hospital of
91,0,4,000 in monthly installments of $85,333. The Restated Lease will
automaticalfy renew for five additional five-year periods unless saint Lukers
gives notj-ce th,o years prior to lhe expiration of the inj-tial or any renewal
term .

The components unit discussed in Note A2 is i4cluded in the Hospital's
reporti;g engiEy because of the nature and significance of its relatlonship
with Lhe Hospital.

10



ANDERSON COUNTY HOSPITAL

NOTES TO FINANCIAL STATEMENTS . CONTINI'ED

December 3L, 2oL5 and 2014

NOTE A - DESCRTPTION OF REPORT]NG ENTITY AND SI'MMARY OF SIGNIFICANT
ACCOUNTING POLICIES - Continued

2. ComponenE unit

The financial statements include the financlal data of the discretely
presented component unit described beIow. The component units is reporEed
separately to emphasize Lhat it is legalIy separate from the Hospital-

Anderson CounEy Hospital Fourdation (the Foundation) is a not-for-profit
corporation formed iu January 2000 to promot.e and advance the welfare of the
Hospital.

3. Bas j,s of accounting

The HospiEal uses eDterprise fund accounting. Revenues and expenses are
recognized on the accrual basis using the economj-c resources measuremenL
focus .

Assets limit.ed as to use

Assets limited as to use include assets set aside by the Board of Trustees for
replacement of capital asseEs or for purchase of addj-Eional capiEal assets,
over whj-ch the Board retains control and may at its discretion subsequently
use for other purposes; asseEs held by a trusEee under an indenture agreemenE i
assets restricted by contributors to use for tsraining nurses; and assets
restricted by contributors for capital acquisj,Eions. Assets limiEed as Eo use
thaE are required for obligations classified as current liabilities are
reported i.n current assets.

5. CapiLal assets

capital assets ( including asseEs recorded as capital leases) are sEated at
cost. Depreciation and amorti-zation of capital assets are provided on the
straight-line method over the estimated useful lives of the asseEs. The
estimated lives used are generally in accordance with the g'uidelines
esEablished by the American Hospital Association.

The costs of maintenance and repairs are charged to operating expenses as
incurred. The costs of significant addiEions, renewafs, and bettserments to
depreciable properties are capitalized and dePreciated over the remainj-ng or
exEended estimated useful lives of the item or the properties. Gains and
losses on disposition of capital assels are included in nonoperating revenues
and expenses.

6. costs of borrowing

Interest cosEs j,ncurred on borrowed fulds during tshe period of constructio[ of
capital assets are capitalized as a component of the cost of acquiring those
assets -

11



ANDERSON COIJNTY HOSP]TA],

NOTES TO FINANCIAL STATEMENTS . CONTINI'ED

Decenber 31, 2015 and 2014

NOTE A . DESCRIPTION OF REPORTING EN|ITY AND SUMI,IARY OF SIGNIFICAITT
ACCOUNrING POLICTES - Continued

crants and contributions

From gime Eo time, the Hospital receives grantss and contributions from
indivj,duals and private organizations. Revenues from grants and contributions
are recognized when all eligibiLj-tsy requirements, including Eime requirements,
are met. crants and contributions may be resEricEed for specific operating
purposes or capital purposes. tunounts that are unrestricted or that are
restricted to a specific operating purpose are reported as nonoperating
revenues, Amounts restricted Eo capiEal acquisitions are reported aftser
nonoperating revenues and expenses.

8. Net position

Net position of the Hospital is classified into three components. 'Net
position invested in capital assets net of relaEed debt" consists of capital
assets net of accumulated depreciation reduced by the balances of any
ouEstanding borrowings used Eo finance the purchase or construction of those
assets. "Restri.cted expendable neE position' is the noncapital neE posicion
that must be used for a parEicular purpose, as specified by creditors,
granuors, contributors, or others exEernal to the Hospital, including amounts
deposiEed with tsrustees as required by indenture agreements. "Unrest.ricted
net posiEion" is the remai-ning net position that does not meet the defini.tj,ons
of the other two components of net posiEion.

9. Operating, revenues and expenses

The Hospj,Eal's statement of revenues, expenses, and changes in net position
di.stinguishes between operating and nonoperating revenues artd expenses.
Operating revenues result from exchange transactions associated with Ehe
rental of the medical office building and tshe hospi.tal facility, which is the
Hospital's principal activity. Nonexchange reveEues, including noncapiEal
grants and contributions, are reported as nonoperating revenues. Operating
expenses are all expenses incurred in connectj-orr with the rental of the
medical office building and Ehe hospitsal facility, other than financing costs.

10. Income t.axes

7.

The Hospital is a counEy hospital and is, therefore, exempt from federal
lncome tsaxes under Section 115 of Ehe Internal Revenue Code.

11. Cash and cash equivalents

Cash and cash equivalents include all cash and certificales of deposit of al1
funds and funds invested in the overnighE pool of the state Treasurer's
investment pool, excluding any such amounts included j-n assets limited as to
use .
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ANDERSON COTJNTY HOSP]TAL

NOTES TO FINANCIAL STATEMENTS - CONTINUED

December 3L, 20L5 and 2014

NOTE A . DESCRIPTION OF REPORTING ENTITY AND SI'}4MARY OF SIGNIFICA}CT
ACCoUNTING POLICIES - Continued

12. Su.bsequent events

The Hospital has evaluated su-bsequents events through March 23, 2016, which is
the date the financial statements were available to be issued.

NOTE B - DEPOSITS WITH FINA)iICIAI- INSTITUTIONS

Kansas statutes authorize the Hospital, with certain restxictions, to deposit
or invest in open accounts, Lime deposits, certificates of deposit, repurchase
agreements, U.s. Treasury Bil1s and Notes, and the state Treasurerrs
investnent pool- Kansas statutes also require Ehat collateral be pledged for
bank deposits with a fair market value equal to 100 percent of the uninsured
amounts, and must be assigned for the benefit of the Hospital.

At December 31, 20L5, the carrying amount of the Hospitaf's bank deposits,
including certificates of deposit, was $753,431 and the bank balaaces were
i757,690. Of the bank balances, S505,338 was covered by federal depository
insurance, and $151,352 was covered by collateral held by a third-party bank,
but not registered in the Hospital's name.

The HospiLal's bank deposits are included in the financial sEatements under
the following categiories:

cash
Assets limited as to use

Internally designated
Under indenture agreement - held by trustee
By contributors for nurse training
By contrlbutors for capital acquisition

Total bank deposits

$ 119,559

420 ,22L
816

2rL,A7L
454

n ,,l:1!jll
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ANDERSON COI'NTY HOSPITAL

NOTES TO FINANCIAL STATEMENTS - CONTINI'ED

Decem.ber 31, 2015 and 2014

NOTE C - ASSETS LTMITED AS TO USE

Investments are stated at fair vaIue.
assets limited as to use is as foflows:

The composition of the Hospital's

lnternally designated
Cash and certificates of deposit
state Treasurer's investmert Pool

Under indenture agreement - held
by trustee

Cash
Money market funds

By contributors for nurse training
Cash and certificates of deposi!
lnterest recei,vable

By contributors for capital
acquisitions

Cash
state Treasurer's investment pool

The composition of the Foundationrs asseLs

Internally designated
Money narket funds
Fixed income mutual funds

By contributors for caPital
acquisitions

Cash

2015

5 42O ,22L

t----j29-,22!

$ 815
31, 785

t-----j2'S9L

$ 21L, A1L
53 3

t----2]2-!j!!

$ 864

limited as to use

20L5

$ 3,390
29L ,565

t __29LlE

!__l

2014

$ 420 , a31
a 1q1

t----12!-,322

$ 816
33 , 047

$ 11,,-q-q 1

s 2L3 , L97
640

i---2]]-,-921

s 249 ,198
3,910.'774

1-j-'229-,:12

is as follows:

20L4

4 tr 1r<
2A5 ,24L

L - 22-9-']11

$ __5
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AIiIDERSON COI,NTY HOSPITAL

NOTES TO FINANCIAI STATEMENTS - CONTINUBD

December 3L, 20L5 and 2014

NOTED.CAPfTAIASSETS

capital asset addj-tions, retj-rements, and balances are as follows:

2075

Beginning
balance

$ 69,21t

873,387

3 ,229 ,048
259,319

s-
15 ,0A9 ,77 0
6,799,O24

115, 959
L54,2Ll

9 ,520

261 ,7L9

9,52O

265 ,72O

Ending
balance

i 69,2'tL
2,399,9r4

t5 ,953,637
6,799,024
3,O74,248

423,530

2A .123 ,564

195,820
t,478,995

498 ,046
2,599,255

21-'7 ,864

4, 989, 980

Transfe!s
a!rd

additions RetiremeoEs

Land
Land inprovement.s
Buildings
Fixed equipmenE
Major movable equipments
Ambulance equipment

Totsals at higtorical cost

Less accumulaEed deprec ia-
tion and amortizatsion

Land improvements
Buj.ldings
Fixed equipmenl
l.{aj or movable equipment
Ambulance equipments

Construction in progresg

Capital assets, nel

Land
BuildiDgs
Major mowable equipmenE
Aribulance equipment

TotaLs at histolical cost

Less accuhulated deprecia-
cion and amorti zagion

Buildings
l,laj or movable equipment
Ahbulance equipment.

497 ,853

2, 613, 581
174,274

3.2A9,108

195,820
990 ,662
49A , 046
25O,794

r .914,912 214 ,640

1,151,317 22,5e4 ,966
23,769,276 l23,OAa,2a9)

23,'133,684
81,0s7

Ending
balance

$ 69,27r
473,347

3 ,229 ,048
259,319

4.447.025

497 ,553
2,613,54!

3,249,'704

1, 151 , 317
23,169,276construction in

Capitsal assets,

progress

nets

s24,320,593 s (s03,253) s 2,599 123,AL4,74L

2074
Transfers

altd
additions Retirements

s-s-
L26,2t7
t1t ,785

Beginning
balance

s 69,27L
747,L70

3,O57 ,263
269,379

4, r43 .023 29A,002

460,755 3'7,O98
2,3A3 ,994 229,547

135, 581 42 .593

2, 980 ,430 309 .274

1-,L62,593 (LL,276)
4 , L23 ,5L0 19 ,045 ,7 55

!, -9-qr-19-?- t]2433!120

15
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ANDERSON COI'NTY HOSPITAL

NOTES TO FINANCIAI STATEMNTS . CONTINI'ED

Decernlcer 31, 2015 and 2014

NOTE D - CAPITAI ASSETS - CONEinuEd

on April 2, 20f3, a majoriEy of the qualified electors of the County approved,
at a special bond elecEion, the quesEion whether to issue general obligation
bonds of the County j-n an amount not to exceed i25,455,000 Eo pay the cosc of
constructing a neL, hospital facility and to advance refund a portion of the
Countyre series 2oo5-A GeneraL obLigation Refunding and Improvement bonds. The
counEy issued itss General obligation Refunding and Improvement Bonds, series
2013-A, on Augx.rst L, 2013, in the amouDt of $25,455,000. Upon issuance of Ehe
bonds, the Hospital received $24,09'7,774 from Ehe bond proceeds which r,.,as

recorded as a capital contribution.

The Hospital has agreed to transfer the lease paymenEs received from
Saint Luke's Hospital under tshe Restated Lease to the countsy for the purpose of
making principal and interest payments on the bonds as they come due- The
Hospitsal transferred $f,032,258 to the county during 2015 Eo pay principal and
interest due on the bonds.

ConsErucEion in progress aE December 3]-, 2014, consisEed primarily of costs
j-ncurred for the constsrucEion of a new hospital facility. gospital operations
moved to the new faciliEy on January 29, 20L5.

NOTE E - DI'E FROM LESSEE

Unrestricted assets and liabilities transferred to saints Luke's on october 1,
1997, were as follows:

Cash
PaEient accounts receivable
Estimated third-party payor settlements
supplies
Prepaid expenses
other receivables
Advances Lo physicians
Accountss payable
salaries and wages payable
Accrued vacation pay
Li,ne-of-credit loan

s r04,238
t,0o6,972

111 411

98 ,001
22 , 642
2,699

56 ,24'7
(6s6 ,224)
(76,388)
{93 ,'198)

(200,000)

$ !!!-,,-9!e
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ANDERSON COT'MTY HOSPITAI

NOTES TO FINANCIAI STATEMENTS . CONTINUED

December 31, 2015 and 2014

NOTEF-IONG-TERMDEBT

Long-term debt and capiEal lease obligaEions are summarized as follows:

20L5 2014

City of Garnett, Kansas Industrial Revenue
Bonds Series 2006A, issued Decem.ber 15,
2006, in tshe original amounE of 9500,000,
5-625t term bonds due October l, 20L6,
with mandatory redemptions begiming
April 1, 2 011

unamorEized deferred refunding loss

Less current maturities of long-term debt

Capital lease obligaEions, imputed interesL
rates of 3-oo? to 5.00t, collateralized
by leased equipments i{'ith an unamortized
cost of 931,099 aE December 31, 2015

Less current portion of capital lease
obligations

$ 9s,0oo
(83)

94 ,9L7
(94 , 9L7 )

s-

I 4L,732

(4L,732]-

f__

s 18s,000
( 323 )

L84 ,67'7
(90,000)

I 94 ,677

I 107, 981

(66 ,249)

< a1 ?1'

On May 4, 1995, the city of Garnett, Kansas (the CiEy), issued its Taxable
Industrial Revenue Bonds, Series 1995, in the amourt of $450,000, on behalf of
tshe HospiEal pursuant to a trust indenture and a lease agreement dated
April 15, 1995. The proceeds of lhe Bonds were used, together with other
available funds of the HospiEal, to acquire, construct, and equip a medical
office building.

On December 15, 2006, the Cj.ty issued $645,000 in Industrlal Revenue Bonds,
Series 2005A and 2OO5B, on behalf of the Hospital. The proceeds of the
2oo5 bonds were used, together with other available funds of the liospital, for
tshe pu4)ose of providing funds to (1) advance refund the $297'0oo of
lsgs bonds outstanding at December a5, 2006, (2) pay costs related to the
j-ssuance of the 2oo5 bonds, and (3) pay for the costs of medical office
building renovations. The advance refunding increased the total future debt
service requirements of the Hospital by 935,725. This resulted in an economic
loss (the -d.iff"r"nce between Ehe present value of the fuEure debt service
palments on the old and new debts) of i6,4L2.

The tsrust indenture and tshe lease agreement require Che Hospital to transfer
to a trustee, on a monthly basis, specified amourts which, when combined with
interest earned on the respective funds held by the trustee, will provide
sufficient funds to pay the bond principal and interesu on the appropriate due
dates .

with the commencement of the lease described i.n Note A1, saj-nt Luke's became
tshe sub-lessee of the medlcal office bu11din9. RenEat pal'ments from
Saint Luke's are equal to the amounts required to be transferred by the
Hospital to the tru;tee whictr wj-l1 provide sufficient funds to pay the bond
principal and inEerest on the appropriatse due dates.
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ANDERSON COINTTY HOSPITA],

NOTES TO FINANCIAI STATEMENTS . CONTINI'ED

December 3L, 2ol5 and 2014

NOTE F - LONG-TERI'I DEBT - Conlinued

On June 24, 2013, in conjurction with the Restated Lease, the Hospital entered
inEo an amended and restated sublease (Rest.aEed Su.blease) with saj-nt Luke's
for Ehe medical office building effective upon saint Luke's occupancy of the
new hospital facility with the Eern being Ehe same as Che Restated Lease-
Under Ehe Restated Sublease, rental palments from Saj,nt Luke's will continue
to be equal to the amounts required to be transferred by Ehe Hospital to the
trustee to pay the bond principaL and interest as they become due unEil the
last payment is made on the bonds, at which Eime rent will be set equaL to the
fair market rental value of the medical office building.

The foLlowing is a summary of changes in Long-term debt and capital lease
obligaEions:

OutsEanding ats January L, 2Of4
Principal paynentss

Outstanding at January 1, 2015
Principal payments

Outstanding at December 31, 2015

Scheduled annual debt service requirements

Long-term
debt

$ 270,000
(85,000)

185, 000
(90,000)

l-------2!r-9-q-q

are as follows:

Capital
lease

obliqaEions

$ 1,7).,41t
(63,490)

107, 981
166 ,249J

t-----j7rl32

Principal Interests

$ 95,000 I 4,078

Long- Eerm debt
capital
lease

obligatsions

I 42,388

ToEal

$ 99 ,07820L5
Less amoult representing

interest on Ehe capital
lease obligations

Total interest costs are summarized as follows:

Tota1 interest incurred
Amortization of deferred refunding loss

Interest expense

2045

s 10,?43
240

$ _ 1q231

(556)

$ 4L ,'732

20L4

s 18,493
392

$ 18,88s
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ANDERSON COUNTY HOSPITAI

NOTES TO FINANCIAL STATEMEIIIS - CONTINI'ED

Decerober 3L, 2oLE and 2014

NOTEG-RISKMANAGEMENT

The Hospital is exposed to various risks of loss related to Eorts; theft of,
damage to, and desEruction of assets; errors and omissj.ons; injuries Eo
employees; and natural disasters. The Hospitsal purchases commercial insurance
for these risks- settled claims have not exceeded this corunercial coverage in
any of the past three years.
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ANDERSON COIJNTY HOSPITAL

BAIANCE IN DEPOSITORY COMPARED W]TH DEPOSTTORY SECI'RITY

December 31, 2 015

Patsriots Farmers
coppert State Bank Bank staEe Bank

Bank balance
ceneral checking
ceneral donation account
Funds held by Erustee
Funded depreciation checking
Funded depreciation certifi -

cates of deposit
Project fund
RestricEed fund checking
Restricted fund certificatses

of deposit

Total deposits

Less F-D.I.C coverage

Balance subject to pledging of
securities

Market value of securities
pledged

Market value of securities
pledged in excess of

HeId in
Time name of Time Time

deposits trustee deposits dCpgsrls

s ?s,13s $ - s - $ -
35, 832

816

75,000

23 ,395

322 ,7 06

LO ,25L

45,000 157,000

t9a , 522

a98 ,522 816 250 . 000 157 , 000

816 4Oa ,352 157 , 000

1. 511. 191

- 151,352

2L4.92A 1, 880

depository requirements S 1, s11,191 $ - t--qlrl-Zg $-----1-,-99-9
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